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PANAMA CANAL TREATY NEGOTIATIONS

I. THE PROBLEM
‘ President

In 1971 Ehé/authorlzed a program of substantlal change
in our posture in the Canal Zone through revision of the
freaty of 1903. By several decisions you gave the
negotiators broad authority to agree to changes in the
exercise of jurisdiction'in the %one, duration of the
treaty, land use in thé 7one, -arrangements for expanding
canal capacity, and other matters.

Although in some instances all of what the ?rcsident has
aﬁthorized, and in others a substantial part thereof, has
been offered to Panama we have not made significant pro-
gress toward a new treaty. The lack of progress has
contributed to tension in Panama -as well as to frequent
criticism by that country and by cher nations of our
"eolonialist presence" and, to a lesser extent, of our
military presence there. Ié is timely, ﬁheréfore; to
review ﬁhis situation in order to determine how best to

_achieve’a new, mutually satisfactory relationship,
~to minimize our vulnerability to international criticism,
to avoxd the emergence of a hostile posture on Parama's,

part, and at the same time to gain congres glonal acceptance

of a new relationship with Panama. In this review we must

egr di eend LLo ol justlive of omptngoune tansloa Leszvrs

open, efficient, and available at reasonablé'cost to the
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IT. THE NEGOTIATIONS .

"A. Their Current State

In the course of gix months of intensive negotiatiéné, the
U.S. side had presented by December 1971 a comprehensive draft
‘treaty offer which provided for the continuation of our
rights to operate and defend the canal for an extended
but sgpecific period and which at the same time took
cognizance of Panama's interest by returning to that
country rights and properties we no longer required.
A yvear elapsed before Panama replied, although Panama's
negotiators had appeared to accept much ofthe U.S.

position. During the interim, the Panamanian negotiators

found that (a) General Torrijos was concentrating upon

putting his domestic hotise in order (the “elections"” of

August 1972) and (b) Foreign Minister Tack and a number
of his advisers believed that their negotiators' tenta-
tive concessions were too great and the U.S. offer too
little. These hafd~lining nationalists regarded as
inadequate the 1967 draft agreements reached between
representétives of previous Panamanian and U,S5. govern-—
ments and they insisted that a new treaty must reflect
a substantial improvement over the earlier drafts.

"When negotiations resumed in December l97é, it became
evident that this nationalist stance had become government

SECRET
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policy: Panama's counter offer proposed stringent curtail-
ment of our operational and defense rights in the short run
and their elimination altogether by the century's end. Our
negotiators found no signs of flexibility in this retrograde'
Panamanian positicn. Thus we were at an impasse: the gap
between the two positions on major iggsues -- duration of a
new treaty, exercise of jurisdictional and defense.rights in
the Canal area, and U.S. options to expand canal capacity --
appeared all but unbridgeable (Tab A).

Concommitantly it became clear that Panama had decided
to seeck’ to wring concessions from the U.S. 5y marshalling
international sympathy for its chafge that the U.S. maintains
a colonial enclave and excessive military presence on Panamanian
territory. As a first step in this campaign, Panama publicly
revealed the detailed negotiating positions of both parties,
in violation of our mutual understanding to negotiate privately.
In doing so Panama sought to demonstrate that failure to progress
in the negotiations resulted from U.S. insistence upon thwarting
Panama's aspiration to "perfect‘its independence" by ending
U.S. colonialism. | |

Secondly, the hard-lining nationalists successfully maneu~
vered the United Nations Security Council into holding a
session in Panama so that Panama's "cause" would receive world-
wide attention. A majority of the participants, some of then
otherwise friendly to the UfS., were critical of the extent

of our military presence and of our exercise of perpetual
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extraterritoriality in the Canal Zone. Their attitude was
reflected in ﬁheir vote supﬁorting a Panamanian resolution
(only the UK abstained) which we were forced to veto since
it recognized Panama's interests, bu£ not‘burs. Although
Panama did gain some sympathy abroad, U.S. public opinion ~-
another Panamanian target -- was generally unsympathetic
to Panama's tactics. ©Nevertheless there is some possibility
Panama will pursue its efforts in international fora,
particularly at the nekt General Assembly where we cannot
veto.

That the U.S. could effectivély negate Panama's
effort to obtain meaningful treaty concessions through
international pressure was not lost upon the practical
General Torrijos. Some intelligence reports indicate
that he believes he was misled by Foreign Minister Tack
and hig coterie of nationalistic advisers, and that the

entire UNSC adventure had brought no concrete results, only

-
«

expenditure of scarce funds. Despite having gained some

international sympathy for ité cause the Panamanian govern-

ment apparently has. come to realize that its goals were
not thereby advanced, and may have adopted a more concilia-
tory posture. It has turned down the volume of normal

anti~U.S. invective in the media it controls. In ecarly

May, Foreign Minister Tack wrote to ambassador Anderson

L SOMEeWlEt s0Lter wilies waa ainccd ob oo nocotiating

i

flexibility. Later that month in Buenos Aires Tack

RN NG
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delivered a letter to Secretary Rogers in which he once
again, in a seemingly conciliatory fashion, urged that
detailed negotidtions continue -- this time on the basis
of a set of principles which restated thejéstablished
Panamanian position.

B. Future Prospects

Panama has made clear its willingness to continue
negotiations, and there are indiations General Torrijos
is taking a somewhat greater personal interest in the

matter.

" 'He has maintained that in order to achieve

a new treaty two steps are essential: an agreement at a
very high levei between the two governments on the
basic principles which would govern the new treaty relation-
ship (after which the negotiators would work out the details),
and the taking of unilateral measures by the U.S. which,
by providing Panama with somé rights aﬁd properties useful
to it, would improve the negotiating atmosphere and eﬁable
Panama to become more flexible in its negotiating position.

. Recently Panama furnished us with a list of principles,
which essentially restate its position, to serve aé a
basis of negotiation. These principles mask the gap that

SECRET
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separatés us on critical issues, but they are of a

generality such that there is much in them we can accept é
at the outset and we could attemptrto negotiate the

differences. (Tab.B shows the differences between

Panama's proposed principles and those the USC believes

are acceptable). It is possible tﬁaﬁ in probing Panama's

position, using the set of principles as an instrumentality,

we can learn whether Panama is truly moving toward a more

[E———

flexible negotiating position.
" I'n ‘assessing the state of negofiations in March.of this. ... .. ...
year, Special National Intelligence 84-73 (SNIE) addressed
two significant issues:
1. What are Panama's minimum requirements for a
treaty? _
2. What course of action might Panama‘follow if
frustrated in its cfforts to secure such a

treaty?

As to the first question the SNIE stated (p. 8):

e
e

"Though there are many unpredictables, this much
is clear: there could be no accord without appreciable

movement by both sides (emphasis added) on the

central issues of jurisdiction and guration."

SECRET |
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As applied to the U.S. position, this means that we
cannot expect to achieve a treaty in the near future on
the basis of a 50~year duration plus a sea—ievel Canal
and third-locks option and of a jurisdictional phase-
out over a 15 year period. On the Panamanian side, this
means that their refusal to give up their insistence on
a treaty of no more than 25 years duration, and oﬁ full
Panamanian jurisdiction in the Zone within 5 years, would
put an end to the chances for a treaty acceptable to us
in the foreseeable future. |

It may well be that a treaty can be négotiated
somewhere in the middle ground between the positions,
but we cannot be certain.

If we decide that-we cannot accomplish some change
in the status quo in the Zone, we will be faced with
increasingly difficult choices. The status quo would be
costly to maintain -~ in terms of our position in Latin
America where the nature of_.our presence in Panama seems
to contradict the essence of the President's policy of
partnership; in terms of international Qppositionrtd our
position; and in terms of our domestic position if Panaman-
ian agitation leads to violence.

Clearly the achievement of a relationship satisfactory
to both sides over at least the near term should be the
primary objective. Preferably this would be achieved by
a new treaty. But such a treaty Qill definitely require

QLRI
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concessions on both sides. On ours, some concesgsions
that Panama might demand for a treaty would adversely
affect to some degree our abilitf to operate and defend
the Canal on an optimum basis. But failure to achieve
a new substantive change in the status quo over the
longer term would potentially erode even more severely

our ability to maintain adequate control over Cahal
operation and defense except at an unacceptable international
cost: For this reason, this paper considers changes in
the relationship through non~treaty means.
As to the second question, the SNIE stated (p. 7)

that if the U.S. offer is unchanged and there are no new
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initiatives or concegssions the following would apply:

"If Torrijos comes to believe over the coming

months that the offer made by the U.S. in February
1973 is final, he could be expected to react strongly.
He might first make further attémpts tb mobilize
international support against the U.é. but he would
realize before long that the endeavor was not
promisiné. He would then turn to cruder tactics

at home (of the sort he has recently told foreign
visitors he would have to consider). Probably he
would devisé some carefully-controlled demonstra-—

tive incident, e.g., the occupation of a Canal

Zone facility. Such a move couldlreadily trigger
more érastic actions, deliperate or not. Even if he
intended to avoid éirect éfovocation to the UﬁS,,

the chances for‘spdntaneous_violence in the heightened
nationalist atmosphere would be appreciable. The |
resulting tensdons could briﬁg a point of crisis and
give the U.S8. little cHgice but to persist in confron-
tation rather than be pushed by these tactics into

a new phase of negotiations."

If there are no new U.S. concessions on central issues but

some

SNIE

offers of ad hoc accommodation on secondary ones, the

stated,

'“Torrijos‘would probably be guite receptive to such

. DO TR PO £ T S S S o~ - S .- o .
P o ST crromt Fleats by socenting themw, ho

could show the Panamanians that he was making

1
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viéible, if not very significanf, gains. He would

also recognize that in this way he night be getting

something free that the U.S. could otherwise have

used for bargaining purposes. And for a while he

would probably temper his anti-U.S. propaganda

and perhaps his nationalist appeals. Nonetheless,

sooner or later, he would likely become convinced V”/’

that the U.S. was trying to divert him indefinitely

from insisting on settlement of the‘basic issues.

And he would then swing back to pressure moves...."

In sum, the treaty.position between-the twé govern-
ments diverge significantly; there are some hints of
flexibility on the Panamanian side that require further
probing; but we are in for a long process during whigﬁw\

we can expect a considerable amount of international v/;fﬁflm

criticism to which we are vulnerable, and during which ¢ ... .

tensions will probébly mount in Panama. ‘ e
e

C. Congressional Attitudes

Memberé of the Congress who oppoée any alteration
of the existing relationship in Panama'g favor appear
limited in number but are vocal and influential
There are virtually no announced supporters of éuch an
alteration.

The opponents believe that the Canal is crucial to
the well-being of our economy and to our national security;

D TR TN
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that we cannot count on Panamanian governments always

being stable enough ~- or politically inclined -- to

guarantee the uninterrupted passage of our commercial
and military veséels through the waterway; and that
interruptions would occur were we to return to
Panama .any of the treaty rights now possessed iﬁ
perpetuity and especially the right to act as if so#ereign
in the Zone. They argue that the worldy seafaring nations
expect the U.S. to continue the efficient operation of‘
‘fhe Canal at low tolls, and that Panama should be led
to understand its economy would falter in the absence
of it. They also argue that our construction of the
Canal and impeccable stewardship over it for 70 years
‘constitute a national ﬁride which the Ameérican people
will not permit to be tarnished., They would have the

_ purportedly
' U.S. pay no heed to international criticism of our/colonialist .
presence in the Canal Zone and not hesitate to defend
that presence against any Pqnamaniah incursion.

Opposition in the Senate is theoretically the primary
source of concern to the Executi%e since it must ratify
any treaty, but in practice the opposition in the House
is equally of concern, and possibly more so, since opponents
there are more strident and numerous than those in the
Senate, and since implementation of any treaty would
require legislation requiring approval by both chambers,
some of it initiated in the House. Moreover 1Lt 1s Larougu

[SEntakatatiy
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a Committee of the House (Merchant Marine and Fisheries)
that the Congress has assumed the role of overseer of
the American stewardship of the Canal, and its Chairwoman
is adamantly opposed to change in the statué quo of the
zone., In addition the House has sought to exert primacy
within the Congress in matters involving the disposition
of American territcry, which the opponents consider the
Canal Zone to be. In each session as mahy as 100 resolutions
are introduced, although nevér pressedlto a vote, by
" House members which call on the Executive to refrain
from negotiating away sovereign U.S. rights in the.
Zone.

As for the Senate, when the U.S. negotiators consulted
each member in 1967 on the three draft tireaties agreed |
upon in that year with the Panamanian negotiators they
received assurances of support from well over a tWo—
thirds majority. - It is important .to note, however, that
such support may in part haYg derived from the fact that
those drafts provided for U.S. control o#er the waterway
for a very extended period of kime. Dufing that consul-
tation ‘16 senators including 9 on the Armed Services |
Committee indicated opposition to any diminution of U.S.
treaty rights. |

In the years since that consultation there havevbeen
important changes in the Senate lineup and indications
are that the views of key members may,K be morg‘cauﬁious.

STORET
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The Senéte Foreign Relations Committée, however, has
traditionally taken a more sympathgtic view of treaty
negotiations than its counterpart in the House.

Five committees in both chambers can clalm a legiti-
mate interest in negotiations and any new -treaty concluded -
foreign affairs, armed forces, commerce, merchant marine
and appropriations. |

The opponents reflect a mix of private American opiﬁion,
Veterans organizations apd many individuél members of
”thé“Armed Forces, both active and retired, having served
in Panama believe U.S. security depends significantly
on unimpaired U.S. control of the Canal. Most of the
40,000 U.S. citizens living in ﬁhé zone, together with
many of their relatives-and friends in the, U.S. oppose
any change in the status quo. American shipping companies
ahd merchant houses fear any change would cause an increase
in Canal tolls and-pould cause an interruption in Canal
service. Patriotic groups such as the Daughters of the
Bmerican Revolution insist that U.S. sovereignty in the
Canal Zone must not be lessened, as.dogxoups such as the
Scouts and the Boys—~Girls Nation. Free-trade advocates
argue that only the U.S. can keep the Canal always open
for international commerce. Labor unions whicﬁ‘have
organized or hoped to oxganize in the Zone fear that any
decline in the U.S. presence would cause & reduction in
numbers of job opportunities, pay rates and rringe benetits,

CUTAM YT
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and they are represented effectiveiy by the AFL-CIO
leadership in Washington. Elements of the American
media, conservative political groupings and some state
legislatures also seek maintenance of the status quo in
Panama.
| Private and congressional opposition tends to be
sustained, perhape invigorated, by developments in
Panama. News coverage in this country when a U.S. owned
company was tﬁreatened with expropriation by the Panamanian.
- Government last year led the opponents to charge that - -
this was an act of irresponsibility indicative of the
manner in which Panama would operate the Canal were the
waterway to be entrusted to it, The UN Seéurity Council
meeting which the Panamanian Government arranged in
its capital city last March provided asimilar opportunity.
for charges of Panamanian irresponsibility. Moreover
that meeting led some members of the Congress, not previously
identified with the opposition, to resent the U.S. having
been pressured in an unseemly fashion and to doubt
Panama's good faith in the negotéitions.

Since the pace of negotiation has been slow and the
results negligible, we have not needed to test the
strength of congressional opposition in any systematic
way over the past two years. Such consultations as were
held left no clear indications of congreéssional sentiment.
Hence we cannot at this timé judge‘now ar the U.5.

SDCRET
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negotiators could move intle direction of modernizing
the relaﬁionship between the two cquntries without
risking some exhilaration of congressional opposition
which, at the extreme, might conceivably leéd to rejection
of a treaty or failure to implement it.

Some observers believe the opposition has grown in
quality and quantity since Panama adopted confrontation
tacticsysand that a major effort on the Administration's
part would be required to move a treaty through thé Congress.
Other observers believe that the opposition continues
to be confined to a number of congressional.memberé
not large enough to prevent ratification or implementation,
although a strong Administrative effort would be reguired.
Whatever the case, with a treaty as important and provcca~
tive as the Panama one the temper of the Congress with
respect to it will depend notably on the timing of the
presentation of any new treatx. For example, memﬁers{of
the Congréssfmight not wish to have - -the Canal issue before
them in close proximity to @be 1974 congressional elections.

As we enter another phase of the negdtiations with
a new U.S. negotiator, fresh c;nSultatidns with the Congress'
will be appropriate. In order to test the views of thé
members as rigorously ag posgible he should avoid general-
ities and query them on speéific, though necessarily
hypoghetical, propbsals which the U.S. has presented
or might in the future present to the Panamanians on

each major trecaty issue. Unfortunately he will likely

¢

AT C T
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find thét many of the members apart from the hard-core
opponents, even if persuaded the U.S. is protecting
vital U.S. interests in the negotiations, will be
reluctant to make any judgments until they can examine
a dfaft treaty. Consultations at a point'when there is
a draft treaty, however, might be too late, for we could
discover inadequate sympathy for.its terms to risk
presenting it for ratification and implementation.

Thus a consultative process which not only tests the
congressional temper but also begins to shape the thinking
of key congressional meﬁber is indicated. It is a matter
of convincing them that the present relationship is
outmoded, and that by returning to Panama rights. and
properties we no longer require we can modernize the
relationship yet still be able to enjoy our essential
"rights and properties for an éxtended period. It is also
a matter of refutiﬁg the hard-core opponents' argument
that we need.to exercise full sovereignty in the Canal
Zone in order to retain effective control over the operation
and defense of the Canal. Building éver time a bi-partisan
cadre of active supporters in both houses should be a
primary task of the new negotiator. That process will
require the participation of the U.S. agencies vitally
concerned with the Canal Zone.

It would also seem useful for the new negotiator to
lead an interwagency effort to bhuild suppoyﬁiior a

SECRRET
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modernized treaty relationship among influential groups
in the private sector, which could in turn lobby with the

Congress.
III. ALTERNATIVE OPTIONS FOR THE U.S.

The following options represent two kasic coﬁrses

of action that might be followed in carrying out the process
of change in our operations in the Canal Zone to which
our negotiations have looked. One course of action is
‘represented by Option A and the other,‘in tﬁree variations,
by Options B, C., and.D.

Under the first course (Option A) a decision would
be made to press forward toward- a  greement on a treaty

with the recognition that substantially greater

Approved For Release 2006/11/02 : CIA-RDP82-00803R000400030046-2
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concessions will probably be nécessary. The second
course of action (Options B, C, oI D) would call for
maintaining.the U.S. offer_wi£hin guidelines that you

: in the case of Options C and D,

have previously established, but, faking executive

and legislative action to work changes in our

Panama operations that will be helpful in limiting U.S&
Panamanian tensionsigoméwhatland'in

reducing international criticism of our "colonialist
presence." The difference betweeh Options B,vC‘baﬁd
"D"is one of degree. Options B and C are  designed”

" to.  1limit | criticism in Congress and would make

no reai change in the statué quo in the Zone. Option

D would make such a change, by implementing a moderate
portion of the broader changes alreédy approved by

you for the treaty negotiations and already offered

to Panama. '

Tt would be intended that the approved executive
and congressional unila@eral actions would be avéilable
to the U.S. negotiaton;for use at such times and in

they .
such ways as / consider beneficial to the course
of negotiations. |

We have ruled ouf as viable options the possibility
of attempting to force.Panama into a settlement on
our termalthrough economic sanctions and of attempting
to attract Panama into such a settlement through

largemscale eCOHOMLC LaiytiBnt.

cnmenmT
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A. Continue as at present to negotiate seriously, with

a view to determining over the next several months

what changes in our offer would result in settlement.

Also continue our forthcoming attitude on non-treaty

related matters such as economic. and military assistance.

' In addition make unilateral changes designed to improve

the negotiating atmosphere which do not require congression-

: - . course of .
al approval. nver the/ several months of probing, change

the existing offer in order to reach a settlement,

within limits set forth in paragraphs 1-6 below.

The general premise of this option is that we have no
reason  to expect a settlement along the general lines of
what we have offéred to date. On the other hand, no one
can predict with any great precision‘at this time what
would be necessary to settle with Panama. An estimate in
"gendral terms of what might be required to settle, however,-..«-~- -
is possible. The ?rincipal elements of such a change in
the offer are as follows:
1. Expansion ;— We would have to give up our request
for definitive options and agree to ﬁegotiate the question
of whether and how the expansion should be done at the
time construction of third locks or a sea level canal would
need to begin -- probably about 1980-1985. ‘ ‘ :
approximately
2. Duration -~ The treaty would have to terminate by /
2015, but U.S. tenure could be extended if the negotiations

referred to in paragraph 1 were successful. )

SR
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3. Jurisdiction -- The phaseout of jurisdiction would
have to be faster than offered to date and our ability to
rétain'control—related jurisdictional rights would be
limited. We could probably retain the power to prevent
Panama from exercising jurisdiction over canal shipping
but would have to limit severely, or even terminate the
activities of U.S. courts. |

4. Payment -~ The royalty would have to be increased
from the $25 million level to the $35-40 million area.

5. TLand -- Much more substantial use and contwol -
of Zone land by Panama would be necessary. |

There would have to be

6. Defense Mwégome willingness. on our part to accept
limitations' on the nature and extent of U.S. military activi-
ties in the Zone, with & need for considerable language
in the trealty about Panamanian defense responsibility,
.consultation between the U.S. and Panama, etc. -

The major changes in the U.S. offer set forth above
should not be made without the U.S. negotiators, in consul-
tation with the congressional relations staff of the White

_ and Defense,
House and the Departments of State /having reasonably
sound assurances from key members of the Congress that the

Congress would agree to such a treaty.

Advantages:

(1) Would greatly increase the chances of negotiation
of a new treaty.

(2) Would replace the 1903 treaty with a new treaty
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much more easily defended against Panamanién and world
criticism. |

(3) Would make the U.S. less susceptible to interna-
tional criticism were forceful action ever reguired to
défend our Canal interests, since Wé would be defending
not antiquated 1903 rights but rights recently granted
by a new treaty. |

(4) Wouid give greater credibility to U.Sa_Latin
American policy by demonstrating implémentation of the
"Mature partnership" policy in a difficult case.

(5) Would ﬁrovide us a stable relationship with
Panama for an cxtended period.

Disadvantages: s .

1. Would reduce the period of time the U.S. would
control the canal to a*period ;dbstantially less than
approved in 1971. |

2. Might necessitate the abandonment of the U.S.
effort to get definitive optidns £o build a sea level
canal or third lane of lockg‘and require a later ﬁaS.
effort to negotiate such rights should they later be
desired. |

3. Might result in a jurisdiétional transfer that
is too rapid and pervasive 'in the view of %one residents.

4. Might éall for larger payment to Panama than
could be finqnéed from a toll increase.

ot s e Bro 1.6, dreosoondences yegarding
land use and complicate significantly our canal operations.
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B. Confinue as at present to negotiate seriously, without
o not authorized by present guidelines.

making any - changes in our existing treaty offery

" 7%

Also continue our forthcoming attitude on non—treat§

related matters. such as economic and military assistance.

By selecting this option we would have decided that
Torrijos is testing the firmness of our negotiating position
and that eventually, once we have made a few more minor
cdncessions and he is convinced he can do no better, he
will decide that something for his people is better than
nothing and settle on terms only slightly more favorable
to Panama than those we now offer. We Wduld‘also have
decided that we would aécept the risk of an outbreak of
Panamanian hostility against the Zone due to frustration
over lack of progress; - o

Advantages:

TOUTM(L) Would safeguard for the. time being our essential
rights and properties.

() Would divest us of no-major bargaining chips in
the negotiating process.

(3) Might lessen over the short ¥un the conceivable
risk of hostility emerging in Panama as a result of our
forthcoming attitude on non-treaty related matters.

(4) Would be within our estimation of what fhe Congress
would accept.

Disadvantages:

(1) Would be based con the very slight prospect that

ey g
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Torrijos would concludé a treaty not incorporating éome
major U.5. conqessions.
{2) Would over time raise the risk of forceful action
against the U.S. presence on the part-of Panama.
(3) Would not reduce our vulnerability fo world

criticism.

C. . Continue as\at‘bresent to negotiate seriously, without

making any » changes in our existing treaty offer.

not authorized by present guidelines.
/Also continue our forthcoming attitude on non-treaty

related matters, and proceéd to make uniléteral changes

to improve the negotiating atmosphere which do not

require congressional approval., In addition, propose

© to the Congress a selected group of unilateral actions

which would be of a non—controversiaI nature and would

‘not notably. alter the status gquo in_the Canal Zone.

" This option is based on the~pfemise that degpite Panama's’
apparentlyvhard position at present, it may later alter its
views and accept a treaty aigng the lines that. we have
proposed. Such an alteration would be moré likely to
occur if unilateral concessions té produée some of the
overdue changes in the Canél zone were made, and theyxefore
they should be undertaken. These actions would also serve
to reduce Panamanian tensions and our vulnerability to
international criticism. However, actions which would excite
opposition in Conaress should not be undertaken in view
of the desire to hold ourselves in readiness for a trealy

AT T
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submission to Congress. |

‘Two categories of unilateral actions are proposed underxr
this option: | |

(1) Those listed in this report that can be accomplished
by Executive action (less IV C 23, 24 and 25), and

(2) Those measures listed in the report requiring
congressional action which are not expectea to encoﬁnter
serious congressional -opposition (IV B 5, 15, 16 and 17),

None of the proposed actions go beyond what we have
ralready offered or been prepared to offer in the negotiations,
nor do they represent a iarge enough portion.of our total
treaty offer to impair our negotiating position or our
ability to contihue’operating and defending the canal.

Advantages: - -

(1) Might produce, through skillful use of unilateral
actions during the negotiétions process, progress toward a
settlement safeguarding all our essential prerogatives and.
thus maximizing chances for Senate ratification.

(2) Would presexve all of our majox bargaining chips.

(3) Would avoid wide-spread, serious congressional
focus on and debate over the.canal issue.

(4) Might relieve Panamanian tensions and help preclude
a potentially hostile posture.

SECRET
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(5) Would to some degree improve our international

posture,

Disadvantages:

(1) Might not be sufficient to reach an agreement.

(2) Would stimulate criticism from a numerically
limited but vocal group of members of the Congress opposed
to any treaty alteration of our ptesence in Panama.

(3) Would basically retain the status quo in the Canal
Zone by leaving unaffected jurisdiction, iand, perpetuity,
the annuity, etc.

(4) Would give up some of our bargaihing chips.

(5) Might cause some morale problems among the
personnel of the Canal Company ahd’Zone government.

(6) Might, if handled impropexrly, make Panama feel
that the U.S. is not serious about the negotiations.

D. Continue as at present to négotiate seriously, without

making any changes. in our existing treaty offer not

authorized by present guidelines. Also continué our

" forthcoming attitude on non-treaty related mattérs

and proceed to make the unilateral changes specified

~under Option C. In addition, deveiop a program qf

unilateral actions from those already offered to Panama

. in the neqotiations (as more gpecifically set forti

below) which, although in some measurc controversial,

would change the status quo in the f%one,

o Crasy
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but in a way consistent with our operation and control objeciives,

Our treaty efforts have been carried out with the idea that cur
tenure in Panama can be put on a sounder basis if we modernize ouy
relationship with Panama. However, our assessments now indicate that
if the US offer is not altered substantially the likelihood of our
achieving a prompt modcrnization of our relationship with Panama through
a new treaty is limited. Option D does not call for a substantial
change in the US offer but instead specifies a program to bring about a

“modest portion of the change presently contemplated by our treaty offer.
Modest though it would be, it would still generate some opposition in
Congress, though by no means as much as the troaty 1tse1f on Ihfsr o

Aw$robhé¥ hand 1L would go further toward depriving the Zone
of its charactery, as a "colonial enclave" than less contro-
versial plans and correspopdihgly'increase'the benefits that

-flow from modernization.

B e Kok Sudent 2

) The unllaLelal actions. called for by this option would
include those listed under Optlon C. But they would go farther,
Wlth provisions for allowing Panamanian law to apply in the Zone
to some matters not essential to operatlon and control, wider
Panamanian use of Zone land, and an increase in the annuity.

The SpelelC items are leted ag items 26, 27 and 28 under
part IV of this paper.

Advantages:

(1) Would demonstrate to Panama and the world that the US is willing

to modernize its Panama operations and give due weight to Panama's

» N . s
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the
(2) Would take some of the force out of criticism of /US

posture in Panama, giving US tenure a more -easily defended basis.
(3) Would alleviate to some degree “Panamanian tension
resutting from political pressures for change. _ |
(4) Would preserve for the US its principal bérgaining chips

for treaty negotiations.

Disadvantages:

(1) Would not be likely to lead to treaty agreement.

(2) . Wouid stlmu1ate criticism from a numerically Timited but - °

Voca1 group of members of the Congress opposed to any a1terat1on of
our presence in Panama. '
(3) Would give up some of our less impontént bargaining chips.
(4) Might‘cause some morale problems among the personnel of
the Cana1 Company and Zone government
. (8) Might, if handled improperly, make Panama feel that the Us

is not serious -about the negotiations.
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Iv. THE NATURE OF UNILATERAL U.S. ACTIONS

In the Options A and C the possibility of Executive and
congressional unilateral U.S. actions which would not significantly
affect the status quo in the Canal Zone is eﬁvisaged. These
actions, numbered 1 through 25 in what follows, fall broadly
into three categories: actions relatéd to ackndwledgment of
Panamanian sovereignty; actions related to U.S5. operations
in the Zone, and actions related to the U.S. military
presence inthe Zone.

Option D envisages actions (nos. 26, 27 and 28), each
requiring legislation, which would change the status

quo in “the Zone.

— PP

It is important to note that in the case of the Executive
actions contemplated in Options 4 and C, some would require
agreement with the Government of Pénama, and some would be
difficult of implementation unless the Government were to agree

to operate under existing U,S. fegislation.
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